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UNCLAS JIDDA 2272 

E.O. 11652: N/A 
TAGS: ETEL, BEXP, SA 

SUB J : CANCELLATION OF PHILIP ATP NEGOTIATIONS BY SAG 

1 . MARCH 23, 1977 EDITION OF ARAB NEWS CARRIES ARTICLE 
ANNOUNCING SAUDI CANCELLATION OF ATP NEGOTIATIONS WITH 
PHILIPS. 

2. ARTICLE FOLLOWS: QUOTE. THE GOVERNMENT OF SAUDI ARABIA 
DECIDED TUESDAY TO STOP NEGOTIATIONS ON A SIZEABLE TELECOMMUN- 
ICATIONS CONTRACT WITH THE DUTCH PHILIPS COMPANY BECAUSE OF 
INFLATED COSTS. RIYADH RADIO ANNOUNCED TUESDAY. 

PHILIPS, THE ANNOUNCEMENT SAID, HAD QUOTED SEVEN BILLION 
DOLLARS FOR THE PROJECT AGAINST A SAUDI GOVERNMENT COST ESTI- 
MATION OF $1.2 BILLION. 

THE WRANGLING PERSISTED AND THE GOVERNMENT CALLED 
OFF THE CONTRACT IN THE FINAL PHASE OF NEGOATIONS, 

THE RADIO ADDED. IT INDICATED THE COMPANY WILL BE 
INCLUDED IN A SAUDI "BARRED BIDDERS" LIST OF COMPANIES 
ACCUSED OF INFLATED BIDS. 

THE SAUDI MINISTER OF INDUSTRY AND ELECTRICITY, 
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DR GHAZI ALGOSAIBI, HAS RECENTLY CONCLUDED A TOUR OF 
SEVERAL ASIAN AND FAR EASTERN COUNTRIES TO EXPLORE 
CHANCES OF REPLACING WESTERN FIRMS THAT HAVE QUOTED 
EXAGGERATED COSTS FOR ELECTRIFICATION, SEWAGE AND FLOOD 
CONTROL PROJECTS IN SAUDI ARABIA. 

IN THE WAKE OF INFLATED BIDS BY WESTERN COMPANIES, 

SAUDI ARABIA THREATENED TO TURN TO THIRD WORLD 
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COMPANIES WHICH OFFER ACCEPTABLE COSTS FOR PROJECTS UNDER 
THE FIVE-YEAR DEVELOPMENT PLAN. 

THE MINISTRY OF INDUSTRY AND ELECTRICITY HAS AWARDED 
$400 MILLION WORTH OF ELECTRIFICATION PROJECTS TO 
CONTRACTORS IN INDIA, PAKISTAN, TAIWAN AND SOUTH KOREA. 
SAUDI OFFICIALS SAID THE SAME PROJECTS HAD BEEN DENIED 
WESTERN FIRMS BECAUSE THEIR COST ESTIMATES EXCEEDED 
$1.2 BILLION. END QUOTE. 
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